TEACHERS' RETI REMENT BOARD

REGULAR MEETI NG

SUBJECT: Approval of M nutes of | TEM NUMVBER: 2
March 5, 1998 Meeti ng
ATTACHMVENT(S): 1

ACTI ON: X DATE OF MEETING April 2, 1998

| NFORVATI ON: PRESENTER: Chai r per son

Pl ease see the attached m nutes of the March 5, 1998, Teachers’
Retirement Board neeting.



PROPOSED
M NUTES OF
TEACHERS' RETI REMENT BOARD
OPEN SESSI ON
THURSDAY, MARCH 5, 1998
STATE TEACHERS' RETI REMENT SYSTEM
ROBYN D. M LLER BOARD ROOM
7667 FOLSOM BOULEVARD
SACRAMENTO, CALI FORNI A

BOARD MEMBERS PRESENT
Emma Zi nk, Chal r person
Yvonne Gal | egos Bodl e
CGeor ge Feni nore
Gary Lynes
Marty Mat hi esen
M chael Mayer
Lillian Raffel
Fred Buenrostro, representing State Controller, Kathleen Connel
Ri chard Wi tnore, representing Superintendent of Public
I nstruction, Delaine Eastin
Ted Wiite, representing State Treasurer, Mttt Fong
Robi n Dezenber, representing Director of Finance, Craig Brown

STAFF PRESENT

James D. Mosman, Chief Executive Oficer

Ron Meal or, Acting Chief Counsel

Patrick Mtchell, Chief Investnent Oficer

El | een Ckada, DCEO, Investnents

Laurence Martin, DCEO, Information and Financial Services

Peggy Plett, DCEO, Adm nistration

Jenni fer DuCray-Mrrill, DCEQ, CGov. Affairs & Program Devel opnent
Ken Costa, Director, START Project

Mary M1l es, Adm nistrative Assistant

OTHERS PRESENT

El 1 zabeth Mackenzie, California Retirenment Teachers Associ ation
Maur een Ri ce, SPL Worl dgroup

Laura Metzger, Science Applications International Corporation
Beverly Carlson, California Teachers Associ ation

Dave Walrath, California Teachers Associ ation

Loretta Toggenberger, United Teachers Los Angel es

Phyllis Pipes, California Federation of Teachers

Dor ot hy Moser, United Teachers Los Angeles - Retired

Ell en Logue, California Retirenment Teachers Assoc. — Retired

A quorum being present, Chairperson Zink called the neeting to
order at 9:30 a.m

1. APPROVAL OF M NUTES OF FEBRUARY 5, 1998 NEETI NG
MOTTON duly nmade by M. Lynes, seconded by M.
Mat hi esen, and carried to approve the Board Meeting
M nutes of February 5, 1998.




ANNOUNCEMENTS
There were no announcenents.

COW TTEE REPORTS

TNVESTMENT COW TTEE: M. Lynes reported that the
Commttee, in open session, extending the contracts for
G obal Asset Allocation managers for up to twelve nonths.
M. Lynes reported that the Commttee deferred action on
performance fees for AMB and al so deferred action on the
tobacco-related bills wuntil a third party analysis is
conpl et ed.

The Committee heard a report on dobal Fixed |ncone,
| ooked at the role of active versus passive |International
Equity nmanagenent, and the role of the Real Estate
consultant. The Committee also reviewed the School Bond
issues for Credit Enhancenent and directed the CEO to
obtain special l|egal opinions and, if possible, to pursue
| egi sl ation. The Commttee heard status reports on the
Credit Enhancenent Program Real Estate, Alternative
| nvestnents, and the Cl O Report. M. Lynes reported that
the fund’s portfolio had exceeded $80 billion in val ue.

M. Lynes also reported that the Conmittee, in closed
session, discussed matters of potential litigation.

BY CONSENSUS, the report of the Investnent Conmttee
was accept ed.

AD HOC GOVERNANCE COWM TTEE: M. Wiitnore reported that
the Committee directed the CEQ after considerabl e
debate, to bring back a new policy on the reporting of
contributions and gifts based on the discussions. The
Commttee also directed staff on how to address
| nvestment Conmittee closed session items, and affirned
the additional work that Cortex wll conduct on Board
Gover nance i ssues.

BY CONSENSUS, the report of the Ad Hoc Governance
Comm ttee was accept ed.

BUDGETS AND AUDI TS COW TTEE: M . Feni nor e reported
that the Conmttee received status reports on Coopers and
Lybrand’s Review of Controls on Investnent Activities,
and the Internal Audit Final Reports on Financial &
Managenent Reporting process and review of Blank Check
St ock. The Conmmttee also received an Audit Status
Report on Internal, District, and Conpliance, and the
1997/ 98 Budget Status Report.

BY CONSENSUS, the report of the Budgets and Audits
Commi ttee was accept ed.



VI .

VII.

BENEFI TS AND SERVI CES COWMM TTEE: Ms. Bodl e reported that
the Commttee adopted the default decision recomended by
staff on the case of Louis Laud and adopted the 1998
Annual Report on Purchasing Power Allowances which wll
be submtted to the Governor and the Legislature.

BY CONSENSUS, the report of the Benefits and Services
Comm ttee was accept ed.

CH EF EXECUTI VE OFFI CER REPORT

M. Msman reported that normally the valuation reports
are sent with the regul ar agenda, however, the report was
not released until this neeting.

TRAVEL REPORT
M. Mbsman presented this item

MOTI ON duly nade by M. Myer, seconded by M. Bodl e,
and carried to approve the travel report. M.
Buenrostro voted no; M. Witnore abstained.

M. Dezenber arrived at 9:44 a.m

M. Msnman stated that the Systemw || reinburse NCTR for
travel expenses incurred while attending their Executive
and Conmittee neetings due to an FPPC requirenment to
declare this type of expense on the disclosure statenent.
M. Msnman was also directed to apply this sanme policy
for Board nenbers who attend these functions.

MOTION duly nade by M. Raffel, seconded by M.
Feninmore, and carried to approve the travel sumraries
as presented.

UPDATE ON LEQ SLATI ON
STATE: VE. DuCray-Morrill request ed t he Board’' s
consideration of the followng bill.

SB 610 (O Connell): This bill extends the unspecified
reciprocal rights to nenbers of the '37 Act Counties
retirement system who are also nenbers of the STRS
Defined Benefit Pl an. Staff recommended the Board adopt
a support if anended position.

MOTION duly nade by M. Witnore, seconded by M.
Feninmore, and carried to adopt a support if anmended
position on Senate Bill 610.

Ms. DuCray-Morrill distributed a list of all active bills
that have been introduced to date and a copy of Assenbly
Bill 2616, which would increase the age factor, along
with a fiscal analysis for information purposes. Staff
has been working with CTA to determine how to nake AB
2616 cost neutral and Ms. DuCray-Morrill indicated that
not hi ng had yet been identified. Staff wll be preparing



VIITT.

a matrix with all the benefit enhancenent proposals wth
their associated costs for the next neeting.

Ms. Toggenberger, UTLA, stated that the initial response
to an increase in the age factor at retirement indicates
that this benefit will be a factor to help sone teachers
stay in their teaching positions and requested the
Board’s support. M. Logue, CTA-R also commented on the
great need for Kkeeping certificated teachers in the
cl assroom

M. Msnan advi sed the Board that a strategy is needed to
address the nmany types of benefit enhancenent options
that will be forthcom ng.

FEDERAL LEGQ SLATION: Ms. DuCray-Morrill reported that
Mandat ory Social Security continues to be the nmgjor
issue, and a neeting has been scheduled wth various
state representatives in San Francisco wth the
Governnmental Accounting Ofice (GAO. M. DuCray-Mrrill
is hoping that GAOw |l reveal their study on how pension
plans will be inpacted by Mndatory Social Security.
Staff continues to work with UTLA on nodi fying the Soci al
Security O fset |egislation.

DEFI NED BENEFI T PLAN ACTUARI AL VALUATI ON

Ms. DuCray-Morrill 1ntroduced M. Carter and M. Peake
from Watson Watt, who presented the Defined Benefit Plan
Actuarial Valuation. M. Carter reported that the System
should be fully funded in three years which iIs a
significant difference fromthe 18 years reported by the
previ ous actuarial valuation.

M. Walrath, CTA, asked the Board to |ook at benefits
avai |l abl e for enhancenent. Ms. Carlson, CTA, conplinented
the Board on the decisions that led up to this event,
whi ch included the selection of the new Chief I|nvestnent
Oficer. M. Mser of UTLA-R M. Pipes of CFT, and Ms.
Toggenberger of UTLA, all expressed their pleasure at the
actuarial report.

MOTION duly nmade by M. Lynes, seconded by M.
Raffel, to adopt the Defined Benefit Plan Actuari al
Val uati on as presented.

Ms. DuCray-Morrill distributed a press release for the
Board’'s consideration and was directed to release the
st at enent as presented.



| X. CASH BALANCE PLAN ACTUARI AL VALUATI ON
M. Carter and Ms. Peake presented the Cash Bal ance Pl an
Actuari al Val uation.

MOTION duly nmade by M. Bodle, seconded by M.
Raffel, to adopt the Cash Balance Plan Actuari al
Val uati on as presented.

X START PRQIECT UPDATE
M. Costa, Maureen Rice representing SPL Wbrl dgroup, and

Laur a Met zger representing Sci ence Appl i cations
I nternational Corporation, provided an update on the
Proj ect. M. Costa reported that an agreenent had been

reached on the deliverables shown in Attachnent A and
that the final inplenentation date has been identified as
March 2000. A presentation will be provided at the Apri
nmeeti ng on the Conversion and Testing Teans.

Xl . OPPORTUNI TY FOR STATEMENTS FROM THE PUBLI C
There were none.

X1, ADJ OQURNIVENT
Chalrperson Zink went directly into Cosed Session to
di scuss i nvestment issues at 10:45 a.m

At 10:56 a.m, Chairperson Zink returned to open session
There being no further business to conduct, Chairperson
Zi nk adj ourned the neeting at 10:57 a. m

Janes D. Mbsman, Chi ef Executive
O ficer and Secretary to the
Teachers’ Retirenent Board

Emma Zi nk, Chairperson



